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AFFIRMATION

We, Michael Durbin and Michael Lyons, affirm that, to the best of our knowledge and belief the accompanying
finanoial statements ahd supporting schiedules pertaining to the firm of National Financial Services LLC as
of December 31, 2018, are true and correct. We further affirm that neither the Company rior any officer or
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Report of Independent Registered Public Accounting Firm
To the Board of Directors and Member of National Financial Services LLC:
Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of National Financial Services LLC
(the “Company”) as of December 31, 2018, including the related notes (collectively referred to as the
“financial statement”). In our opinion, the financial statement presents fairly, in all material respects, the
financial position of the Company as of December 31, 2018 in conformity with accounting principles

generally accepted in the United States of America.
Basis for Opinion

The financial statement is the responsibility of the Company’s management. Our responsibility is to
express an opinion on the financial statement based on our audit. We are a public accounting firm
registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are
required to be independent with respect to the Company in accordance with the U.S. federal securities
laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit of this financial statement in accordance with the standards of the PCAOB. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statement is free of material misstatement, whether due to error or fraud.

Our audit included performing procedures to assess the risks of material misstatement of the financial
statement, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statement. Our audit also included evaluating the accounting principles used and significant
estimates made by management, as well as, evaluating the overall presentation of the financial statement.
We believe that our audit provides a reasonable basis for our opinion.

WCW LLP

February 15, 2019

We have served as the Company's auditor since 2011.

PricewaterhouseCoopers LLP, PricewaterhouseCoopers Center, 300 Madison Avenue, New York, NY 10017
T: (646) 471 3000, F: (813) 286 6000, www.pwc.com/us



NATIONAL FINANCIAL SERVICES LLC
STATEMENT OF FINANCIAL CONDITION
AS OF DECEMBER 31, 2018
(Dollars in millions)

ASSETS

Cash and segregated cash

Securities segregated under federal regulations

(includes securities owned with a fair value of $5,293)

Securities borrowed

Resale agreements

Receivables:
Brokers, dealers and other organizations
Customers, net of allowance for doubtful accounts

Total receivables

Securities owned - at fair value ($203 pledged as collateral)

Other assets
Total Assets

LIABILITIES
Securities loaned
Repurchase agreements
Payables:
Brokers, dealers and other organizations
Customers
Drafts
Affiliates
Total payables

Securities sold, but not yet purchased - at fair value
Accrued expenses and other liabilities
Total Liabilities

COMMITMENTS AND CONTINGENCIES

MEMBER'S EQUITY
Member's equity
Total Liabilities and Member's Equity

The accompanying notes are an integral part of the statement of financial condition.

2

$ 742

37,890
7,440
1,486

1,590

21,645

23,235

2,001
417
3 Bou

$ 3,080
741

4,029
59,851
282
359
64,521
49

220
68,611

4,600
$ 73,211



NATIONAL FINANCIAL SERVICES LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
(Dollars in millions)

1. Organization:

National Financial Services LLC (the “Company”), a single member limited liability company, is wholly-
owned by Fidelity Global Brokerage Group, Inc. (the “Parent”), a wholly-owned subsidiary of FMR LLC
(GEFMR,’).

The Company is a registered broker-dealer with the Securities and Exchange Commission (“SEC”) and is a
member of the Financial Industry Regulatory Authority (“FINRA”). The Company is licensed to transact on
the NYSE Euronext, and various national and regional stock and option exchanges. The Company provides
a wide range of securities related services to a diverse customer base primarily in the United States. The
Company’s client base includes institutional and individual investors, introducing broker-dealers, investment
advisors and corporations. The Company engages in brokerage, clearance, custody and financing activities for
which it receives fees from customers. The Company also engages in securities transactions either on a principal
or agent basis and facilitates securities transactions for its clients. The Company provides clearing and other
services for an affiliated broker-dealer, Fidelity Brokerage Services LLC (“FBS”). FBS provides securities
brokerage services to aretail customer base that affect transactions across a wide array of financial instruments.

2. Summary of Significant Accounting Policies:

Basis of Presentation and Use of Estimates

The preparation of the statement of financial condition in conformity with accounting principles generally
accepted in the United States of America (“GAAP”) requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities, including fair value measurements, and the disclosure
of contingent assets and liabilities. Actual results could differ from the estimates included in the statement of
financial condition.

Cash and Segregated Cash

For the purposes of reporting amounts in the statement of financial condition, the Company defines cash as
cash on hand, demand deposits, and time deposits with original maturities less than 60 days. The Company
generally invests excess cash into money market funds, which are classified as securities owned in the statement
of financial condition. Included in cash and segregated cash is $46 in interest bearing deposits segregated to
satisfy SEC rules regarding the protection of customer assets.

Securities Segregated Under Federal Regulations

The Company is required by SEC regulations to segregate cash and securities to satisfy rules regarding the
protection of customer assets. As of December 31, 2018, the Company had $37,890 of securities segregated
to be in compliance with regulations. This balance includes resale agreements, which are collateralized by
U.S. Government and agency securities. Resale agreements are accounted for as collateralized financing
transactions that are recorded at their contractual amounts plus accrued interest. Securities segregated under
federal regulations also include U.S. Government and agency securities, which are recorded at fair value. These
balances are disclosed in the statement of financial condition under securities segregated under federal
regulations.



NATIONAL FINANCIAL SERVICES LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
(Dollars in millions)

2. Summary of Significant Accounting Policies, continued:

Receivables from and Payables to Brokers, Dealers and Other Organizations and Customers

Receivables from brokers, dealers and other organizations include amounts receivable for securities failed to
deliver, clearing deposits, commissions receivable and margin loans made to the Company’s introducing
brokers. The Company also has receivables from mutual fund companies related to its customers’ sales of
mutual funds, of which $137 is from mutual funds managed by an affiliate.

Receivables from brokers, dealers and other organizations consist of the following at December 31, 2018:

Clearing organizations $ 790
Mutual fund companies 466
Broker dealers 334

Total $ 1,590

Payables to brokers, dealers and other organizations include amounts payable for securities failed to receive
and amounts payable to clearing organizations and broker dealers arising from unsettled trades. The Company
also has payables to mutual fund companies related to its customers’ purchases of mutual funds, of which
$2,193 is to mutual funds managed by an affiliate. Payables to brokers, dealers and other organizations consist
of the following at December 31, 2018:

Mutual fund companies $ 2,832
Broker dealers 792
Clearing organizations 405

Total $ 4,029

Receivables from and payables to customers include amounts related to both cash and margin transactions.
Receivables also include non-purpose loans, which are collateralized. The Company records customer
transactions on a settlement date basis, which is generally two business days after trade date, with the related
commission and clearing fees revenue and related expenses recorded on a trade date basis. The Company’s
customer base is monitored through a review of account balance aging, collateral value in the account and an
assessment of the customer’s financial condition. An allowance against doubtful receivables is established
through a combination of specific identification of doubtful accounts and an aging review of all unsecured
accounts. At December 31, 2018, unsecured receivables from customers were $15, for which the Company
recorded an allowance for doubtful accounts of $6. Securities owned by customers, including those that
collateralize margin transactions, are not reflected on the accompanying statement of financial condition.



NATIONAL FINANCIAL SERVICES LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
(Dollars in millions)

2. Summary of Significant Accounting Policies, continued:

Other Assets and Accrued Expenses and Other Liabilities

Other assets primarily consists of furniture, office equipment, leasehold improvements and software, net of
accumulated depreciation and amortization, interest and dividends receivable, deferred implementation costs
and concession payments. Accrued expenses and other liabilities primarily consist of accrued compensation
and interest payable.

Furniture, office equipment, leasehold improvements and software are stated at cost less accumulated
depreciation and amortization. Software includes certain costs incurred for purchasing or developing software
for internal use. Depreciation is computed using the straight-line method based on estimated useful lives as
follows: furniture and office equipment, three to five years; leasehold improvements, the shorter of their useful
lives or the remainder of the lease term; and software, generally three years.

Included in other assets are furniture, office equipment, leasehold improvements and software of $99 with a
cost of $360 and accumulated depreciation and amortization of $261.

Deferred implementation costs are capitalized internal costs incurred associated with client implementation.
These costs are amortized using the straight-line method over the expected service periods.

Concession payments are the costs of acquiring or retaining customers. These concessions are amortized using
the straight-line method over the contractual period.

These long-lived assets in the statement of financial condition are reviewed for impairment when events or
changes in circumstances indicate that the carrying value may not be recoverable. When the estimated future
undiscounted cash flows are less than the carrying amount of the asset, the asset is reduced to its net realizable
value.

Income Taxes

Income taxes are accounted for using the asset and liability method under which deferred income taxes are
recognized for the tax consequences of temporary differences by applying enacted statutory tax rates applicable
to future years to the differences between the financial statement carrying amounts and the tax basis of existing
assets, liabilities and tax credit carry forwards. At December 31, 2018, the Company’s net deferred tax asset
was $21, which is included in other assets in the statement of financial condition. The principal sources of
temporary differences which comprise the net deferred tax asset at December 31, 2018 are primarily related
to deferred compensation and depreciation and amortization.

The Company applies a more-likely-than-not recognition threshold for all tax uncertainties as the Company
is permitted to recognize only those tax benefits that have a greater than 50% likelihood of being sustained
upon examination by the relevant taxing authorities.

Recently Issued but not yet Adopted

Leases

On January 1, 2019 the Company will adopt new lease guidance requiring the recognition of right-of-use
("ROU") assets of $39 and corresponding lease liabilities of $47 on its statement of financial condition. The
adoption will include the election of available practical expedients.

5



NATIONAL FINANCIAL SERVICES LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
(Dollars in millions)

2. Summary of Significant Accounting Policies, continued:

Recently Issued but not yet Adopted, continued

Cloud Computing Arrangements

In August 2018, the FASB issued new guidance to align the requirements for capitalizing implementation costs
incurred in cloud computing arrangements with the requirements for capitalizing costs incurred to develop or
obtain internal-use software. The guidance will be effective for the Company beginning January 1, 2020. The
Company is currently evaluating the impact this guidance will have on the Company’s statement of financial
condition.

3. Securities Segregated Under Federal Regulations:

Securities segregated under federal regulations consist of the following at December 31, 2018:

U.S. Government and agency secutities obtained as

collateral under resale agreements (See Note 2) $32,597
U.S. Government and agency securities - at fair value 5,293
Total $37,890

As of December 31, 2018, interest bearing cash deposits segregated under federal regulations of $46 are
included in cash and segregated cash on the statement of financial condition.

4. Credit Facilities:

The Company has entered into committed and uncommitted overnight credit facilities which are borrowed
against periodically to satisfy daily operating needs. The committed credit facility permits the Company to
borrow at any time up to $500 and requires the payment of a commitment fee. At December 31, 2018, the
Company had uncommitted credit facilities with fourteen financial institutions. There were no outstanding
borrowings against these committed or uncommitted facilities at December 31, 2018. The Company also has
a liquidity facility with FMR. There were no borrowings under this line as of December 31, 2018.

Amounts available under these facilities at December 31, 2018 were as follows:

Committed, unsecured credit facilities $ 500
Uncommitted facilities:
Secured 500
Unsecured 3,175
Liquidity facility with FMR 2,500
$ 6,675
6



NATIONAL FINANCIAL SERVICES LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
(Dollars in millions)

5. Securities Owned and Securities Sold, but Not Yet Purchased:

Securities owned and securities sold, but not yet purchased consist of the following at December 31, 2018:

Securities owned - at fair value:

Money market funds 5 1,600
U.S. Government and agency 221
Municipals 104
Equities 52
Corporates 4
Other 20

Total $ 2,001

Securities sold, but not yet purchased - at fair value:

U.S. Government and agency $ 39
Equities 7
Corporates and municipals 3

Total $ 49

6. Derivative Financial Instruments:

The Company enters into foreign exchange contracts to facilitate certain customer transactions. These contracts
are subject to volatility in the currency markets. At December 31, 2018, the Company included $1 related to
these contracts in securities owned at fair value in the statement of financial condition. The contracts are
recorded at fair value and included in Level 2 assets in the valuation hierarchy (See Note 9). The Company’s
determination of fair value includes an assessment of non-performance risk. The notional value of the
outstanding contracts purchased as of December 31, 2018 totaled $577.

7. Commitments and Contingencies:
Leases

The Company leases certain office space and equipment under non-cancelable operating leases that expire
over various terms. Many lease agreements contain renewal options and operating expense escalation clauses.

Future minimum commitments under these leases are as follows:

2019 $
2020
2021
2022
2023
Thereafter 18

NN N



NATIONAL FINANCIAL SERVICES LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
(Dollars in millions)

7. Commitments and Contingencies, continued:
Litigation

The Company has been named as a defendant in several legal proceedings and is subject to regulatory inquiries
incidental to the nature of its business. The Company reviews such matters on a case by case basis and records
reserves if a loss is probable and the amount of the loss can be reasonably estimated. The resolution of such
actions is not expected to materially impact the Company’s statement of financial condition.

Guarantees

Guarantees are defined as contracts and indemnification agreements that contingently require a guarantor to
make payments to the guaranteed party based on changes in an underlying input (such as an interest or foreign
exchange rate, security or commodity price, an index or the occurrence or nonoccurence of a specified event)
in relation to an asset, liability or equity security of a guaranteed party. Guarantees are also defined as contracts
that contingently require the guarantor to make payments to the guaranteed party based on another entity’s
failure to perform under an agreement as well as indirect guarantees of the indebtedness of others.

The Company is a member of numerous exchanges and clearinghouses. Under the membership agreements,
members are generally required to guarantee the performance of other members. Additionally, if a member
becomes unable to satisfy its obligations to the clearinghouse, other members would be required to meet
shortfalls. To mitigate these performance risks, the exchanges and clearinghouses often require members to
post collateral as well as meet certain minimum financial standards. The Company’s maximum potential
liability under these arrangements cannot be quantified. However, management believes the potential for the
Company to be required to make payments under these arrangements is remote. Accordingly, no contingent
liability is recorded in the statement of financial condition for these arrangements.

Letters of Credit
At December 31, 2018, the Company had $15 in unsecured letters of credit outstanding.
8. Collateralized Securities and Other Secured Transactions:

Collateralized Securities Transactions

Resale and repurchase agreements are accounted for as collateralized financing transactions and are recorded
at their contractual amounts plus accrued interest. These agreements are generally collateralized by U.S.
Government and agency securities. It is the Company’s policy to take possession of securities purchased under
resale agreements with a market value in excess of the principal amount loaned plus accrued interest to
collateralize these transactions. Similarly, the Company is generally required to provide securities to
counterparties in order to collateralize repurchase agreements. This collateral is valued daily and the Company
or the counterparty may be required to deposit additional securities or return securities pledged when
appropriate. The majority of securities obtained as collateral under resale agreements are segregated for the
exclusive benefit of customers pursuant to Rule 15¢3-3 under the Securities Exchange Act of 1934, and are
included in securities segregated under federal regulations in the statement of financial condition.



NATIONAL FINANCIAL SERVICES LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
(Dollars in millions)

8. Collateralized Securities and Other Secured Transactions, continued:

Collateralized Securities Transactions, continued

The Company borrows securities to facilitate the settlement process and lends securities to finance securities
transactions. When the Company borrows securities, it usually provides the counterparty with the collateral
in the form of cash. In loaning securities, the Company utilizes securities owned by customers and held as
collateral on customers’ margin debt, as well as securities borrowed. Securities borrowed and securities loaned
are recorded based on the amount of cash collateral advanced or received. For securities borrowed transactions,
the Company is typically required to deliver collateral with a fair value approximately equal to the carrying
value of the securities borrowed transactions. The Company monitors the market value of securities borrowed
and loaned, with excess collateral returned, or additional collateral obtained, when deemed appropriate.

In certain cases, the Company borrows and pledges collateral in the form of securities. In non-cash loan versus
pledge securities transactions, when the Company initiates such transactions as lender, it records the collateral
received as both an asset and as a liability, recognizing the obligation to return the collateral to the borrower.
The Company did not have any outstanding non-cash loan versus pledge securities transactions at December
31, 2018.

When the Company initiates such transactions as a borrower, they are not recorded in the statement of financial
condition. At December 31, 2018, such off-balance sheet transactions with third parties totaled $163.

The table below presents gross amounts of the resale and repurchase agreements and securities borrowed and
loaned transactions included in the statement of financial condition. The following table also presents amounts
not offset in the statement of financial condition, including the related amount of netting with the same
counterparty under enforceable netting arrangements that does not meet the criteria for netting under GAAP
and the fair value of cash or securities collateral received or posted subject to collateral arrangements. These
arrangements have been determined by the Company to be legally enforceable in the event of default.

December 31, 2018
Assets Liabilities

Resale Securities  Repurchase Securities
Agreements Borrowed Agreements Loaned

Amounts included in the statement
of financial condition

Gross carrying value $ 34,083 $ 7,440 $ 741 $ 3,080
Counterparty netting — — — —
Collateral — — — —

Total 34,083 7,440 741 3,080

Amounts that have not been offset in
the statement of financial condition

Counterparty netting — (250) — (250)
Collateral (34,078) (6,989) (741) (2,753)
Total $ 5 8 201 § — 77




NATIONAL FINANCIAL SERVICES LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
(Dollars in millions)

8. Collateralized Securities and Other Secured Transactions, continued:

Collateralized Securities Transactions, continued

Resale agreements of $32,597 at December 31, 2018 are segregated for the exclusive benefit of customers
pursuant to Rule 15¢3-3 under the Securities Exchange Act of 1934 and are included in securities segregated
under federal regulations in the statement of financial condition. Other resale agreements of $1,486 at
December 31, 2018, are reported in resale agreements in the statement of financial condition.

The table below presents repurchase agreements and securities loaned by remaining contractual term to maturity
and class of collateral pledged as of December 31, 2018:

Overnight
and
Continuous
Repurchase agreements
U.S. Government and agency securities $ 741
Total $ 741
Securities loaned
Equity securities $ 3,056
Other 24
Total $ 3,080

Assets Pledged and Other Secured Transactions

In the normal course of business, the Company executes, settles and finances customer, correspondent and
principal securities transactions. Customer and correspondent transactions include securities sold, but not yet
purchased (short sales) and the writing of options. These activities may expose the Company to off-balance
sheet credit risk arising from the potential that the customer or counterparty may fail to satisfy its obligations
and the collateral will be insufficient. In these situations, the Company may be required to purchase or sell
financial instruments at unfavorable market prices to satisfy obligations to customers and counterparties.

The Company seeks to control the risks associated with its customer and correspondent activities by requiring
customers and correspondents to maintain margin collateral in compliance with various regulatory and internal
guidelines. The Company monitors trade date customer and correspondent exposure and collateral values daily
and requires customers and correspondents to deposit additional collateral or reduce positions when necessary.

Securities sold, but not yet purchased represent obligations of the Company to deliver the specified security
at the contracted price, and thereby create a liability to purchase the security in the market at prevailing prices.
Accordingly, these transactions result in exposure to market risk as the Company’s ultimate obligation to
purchase securities sold, but not yet purchased may exceed the amount recognized in the statement of financial
condition.

10



NATIONAL FINANCIAL SERVICES LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
(Dollars in millions)

8. Collateralized Securities and Other Secured Transactions, continued:

Assets Pledged and Other Secured Transactions, continued

The Company seeks to control the risks associated with these transactions by establishing and monitoring
credit limits for significant counterparties for each type of transaction and monitoring collateral and transaction
levels daily. The Company may require counterparties to deposit additional collateral or return collateral
pledged. In the case of aged securities failed to receive, the Company may, under industry regulations, purchase
the underlying securities in the market and seek reimbursement for any losses from the counterparty.

Collateral

At December 31, 2018, the fair value of securities received as collateral by the Company that can be delivered
or repledged was $85,105. This collateral was generally obtained under resale agreements, securities borrowed
or margin lending agreements. Of these securities received as collateral, $53,335 was delivered or repledged.

9, Disclosure About Fair Value of Financial Assets and Liabilities:

Valuation Hierarchy

The Company categorizes the financial assets and liabilities carried at fair value in its statement of financial
condition based upon a three-level valuation hierarchy. The hierarchy gives the highest priority to quoted prices
in active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable valuation
inputs (Level 3). Ifthe inputs used to measure a financial asset or liability cross different levels of the hierarchy,
categorization is based on the lowest level input that is significant to the fair value measurement. Management’s
assessment of the significance of a particular input to the overall fair value measurement of a financial asset
or liability requires judgment and considers factors specific to the asset or liability. Management seeks to
maximize the use of observable inputs. The three levels are described below:

Level 1 Inputs
Unadjusted quoted prices for identical assets and liabilities in an active market.

= Level 1 assets primarily securities segregated under federal regulations, government and agency securities
(primarily U.S. treasury securities), money market funds, mutual funds, and equity securities.

« Level 1 liabilities include equity securities, government and agency securities, and options.
Level 2 Inputs
Quoted prices for similar assets and liabilities in active markets, and inputs that are observable for the asset
or liability, either directly or indirectly, for substantially the full term of the asset or liability.

= Level 2 assets include corporate bonds, municipal bonds, and other securities.

= The Company did not have any Level 2 financial liabilities at December 31, 2018.

11



NATIONAL FINANCIAL SERVICES LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
(Dollars in millions)

9. Disclosure About Fair Value of Financial Assets and Liabilities, continued:

Valuation Hierarchy, continued

Level 3 Inputs

Prices or valuation techniques that require inputs that are both unobservable in the market and significant to
the overall fair value measurement. These inputs reflect management's judgment about the assumptions that
a market participant would use in pricing the asset or liability, and are based on the best available information,
some of which is internally developed.

= The Company did not have any Level 3 financial assets or liabilities at December 31, 2018.

Valuation Processes and Techniques

There are three main approaches to measuring fair value of assets and liabilities: the market approach, which
uses observable prices and other relevant information that is generated by market transactions involving
identical or comparable assets or liabilities; the income approach, which uses valuation techniques to convert
future amounts to a single, discounted amount; and the cost approach, which reflects the amount that would
be required to replace the service capacity of an asset. The following is a description of the valuations techniques
and inputs used in determining the fair values of assets and liabilities categorized as Level 2.

Financial assets and liabilities categorized as Level 2 in the hierarchy are generally valued using techniques
consistent with the market approach. All inputs used to value Level 2 financial assets and liabilities are sourced
from third-party pricing vendors. Generally, prices obtained from vendors are categorized as Level 2 as the
vendor uses observable inputs in determining the price.

12



NATIONAL FINANCIAL SERVICES LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
(Dollars in millions)

9. Disclosure About Fair Value of Financial Assets and Liabilities, continued

Fair Value Measurements

The following fair value hierarchy table presents information about the Company’s financial assets and
liabilities measured at fair value on a recurring basis at December 31, 2018:

Levell Tevel2 Levell Total

Assets:
Securities segregated under federal regulations $ 5,293 § — 3 — $ 5,293
Securities owned:
Money market funds 1,600 — — 1,600
U.S. Government and agency 221 — — 221
Corporates and municipals — 108 — 108
Equities 52 — — 52
Other securities 4 16 — 20
Total securities owned 1,877 124 — 2,001
Total Assets S 7170 8 124 8 8 7294
Liabilities:
Securities sold, but not yet purchased:
U.S. Government and agency $ 39 % — 3 — $ 39
Corporates and municipals 7 — — 7
Other securities 3 — — 3
Total securities sold, but not yet purchased 49 — — 49
Total Liabilities $ 49 8 — 3§ g 49

Securities segregated under federal regulations consist of U.S. Government securities.

During the year ended December 31, 2018, there were no changes to the valuation techniques used by the
Company to determine fair value, nor were there transfers between levels.

Financial Assets and Liabilities Not Carried at Fair Value

Certain financial assets and liabilities that are not carried at fair value in the statement of financial condition
are carried at amounts that approximate fair value due to their short-term nature and generally negligible credit
risk. These financial assets and liabilities include securities borrowed, resale agreements, receivables, securities
loaned, repurchase agreements and payables, which are classified as Level 2 within the fair value hierarchy,
while cash and segregated cash is classified as Level 1 in the fair value hierarchy.

13



NATIONAL FINANCIAL SERVICES LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
(Dollars in millions)

10. Regulatory Requirements:

As a registered broker-dealer, the Company is subject to the Uniform Net Capital Rule 15¢3-1 under the
Securities Exchange Act of 1934 (the “Rule”) in addition to the rules of FINRA and other principal exchanges
on which it is a member or licensed to transact business. The Company has elected the alternative method
permitted by the Rule which requires that minimum net capital, as defined, be the greater of $1.5 or 2% of
aggregate debit items arising from customer transactions. At December 31, 2018, the Company had net capital
of $4,012 which was 13.67% of aggregate debit items and exceeded its minimum requirement by $3,425.

The Company is also subject to Rule 15¢3-3 under the Securities Exchange Act of 1934 and/or other applicable
regulations, which require the Company to maintain cash or qualified securities in a segregated reserve account
for the exclusive benefit of customers. In accordance with Rule 15¢3-3, the Company had cash and securities
segregated for the exclusive benefit of customers at December 31, 2018. The amount of cash and the market
value of securities segregated for the exclusive benefit of customers was $37,707. On January 3, 2019, the
Company deposited an additional $1,863 of cash and qualified securities into its segregated reserve bank
accounts.

During 2018, the Company performed the computations for the assets in the proprietary accounts of its
introducing brokers (“PAB”) in accordance with the customer reserve computation (Rule 15¢3-3) set forth
under the Securities and Exchange Act of 1934, As of December 31, 2018, the Company performed a PAB
reserve computation, which indicated the Company’s credits exceeded its debits. The amount held in the
segregated reserve bank account at December 31,2018 was $161. On January 3, 2019, the Company withdrew
$38 of cash and qualified securities from its PAB reserve bank accounts.

11. Transactions with Affiliated Companies:

Clearing services are provided to FBS under an agreement with the Company. Pursuant to the clearing
agreement, the Company is entitled to certain fees for the execution, clearance and settlement of introduced
customer securities transactions. These fees are based upon a contractual agreed upon amount.The clearing
agreement with FBS is reviewed on a periodic basis and is subject to change upon approval from both parties.

The Company enters into both cash and non-cash loan versus pledge securities loan transactions with FBS. At
December 31, 2018, the Company had cash securities loaned to FBS of $1,950 which is included in securities
loaned in the statement of financial condition.

Transactions with affiliated companies are settled with FMR, with the exception of certain transactions with

FBS (which are settled directly pursuant to the clearing agreement). Payables to affiliates represent the amounts
due to FMR and FBS of $297 and $62, respectively, at December 31, 2018.

14



NATIONAL FINANCIAL SERVICES LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
(Dollars in millions)

11. Transactions with Affiliated Companies, continued:

The Company participates in FMR's defined contribution retirement savings plan, (the “Plan”) covering eligible
employees. FMR contributes annually to the Plan in amounts that are generally at the discretion of FMR and
equal to a percentage of participating employees' eligible compensation. Additionally, FMR makes matching
contributions to the Plan based on amounts contributed by employees to the Plan during the year.

The Company participates in FMR's Retiree Health Reimbursement Plan (“RHRP”), a defined benefit health
reimbursement arrangement covering eligible employees. FMR has established the Fidelity Welfare Benefit
Plans VEBA Trust to provide a funding vehicle for certain benefits related to FMR’s benefit plans, including
the RHRP. In 2018, FMR accrued a benefit to participants under the RHRP based on an award of three thousand
dollars for each eligible full-time employee and one thousand five hundred dollars for each eligible part-time
employee, subject to ten year cliff vesting with consideration given for prior service. Future awards under the
RHRP are at the discretion of FMR.

The Company participates in various share-based compensatory plans sponsored by FMR and is allocated a
compensation charge from FMR that is amortized over the period in which it is earned by participants. The
various share-based compensation arrangements are accounted for as share appreciation rights by FMR. These
share-based compensation arrangements are solely compensatory for U.S. federal income tax purposes, and
generally provide holders with compensation based on participation in changes in FMR’s Net Asset Value per
share (as defined) (“NAV”) over their respective terms. All plans are settled in cash or senior notes at the end
of their defined term or when plan participants are no longer employees.

12. Concentration of Credit Risk:

The Company provides brokerage, clearance, financing and related services to a customer base primarily in
the United States, including institutional and individual investors and brokers and dealers (including affiliates).
The Company’s exposure to credit risk associated with these transactions is measured on an individual customer
or counterparty basis. To reduce the potential for risk concentration, credit limits are established and continually
monitored in light of changing customer and market conditions. In the normal course of providing such services,
the Company requires collateral on a basis consistent with industry practice or regulatory requirements. The
type and amount of collateral is continually monitored and counterparties are required to provide additional
collateral as necessary.

13. Subsequent Events:
The Company has performed an evaluation of events that have occurred subsequent to December 31, 2018,
and through February 15, 2019 (the date of this report). There have been no material subsequent events that

occurred during such period that would require disclosure in this report or would be required to be recognized
in the statement of financial condition as of December 31, 2018.
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Report of Independent Accountants

To the Board of Directors of
National Financial Services LLC
(A Wholly-Owned Subsidiary of FMR LLC):

In accordance with Rule 17a-5(e)(4) of the Securities Exchange Act of 1934 and with the SIPC Series 600
Rules, we have performed the procedures enumerated below, which were agreed to by National Financial
Services LLC (the “Company”) and the Securities Investor Protection Corporation (“SIPC”) (collectively,
the “specified parties”) with respect to the accompanying General Assessment Reconciliation (Form SIPC-
7) of National Financial Services LLC for the year ended December 31, 2018, solely to assist the specified
parties in evaluating National Financial Services LLC's compliance with the applicable instructions of the
General Assessment Reconciliation (Form SIPC-7). Management is responsible for National Financial
Services LLC's compliance with those requirements. This agreed-upon procedures engagement was
conducted in accordance with attestation standards established by the Public Company Accounting
Oversight Board (United States) and in accordance with attestation standards established by the American
Institute of Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of
the parties specified in this report. Consequently, we make no representation regarding the sufficiency of
the procedures enumerated below either for the purpose for which this report has been requested or for
any other purpose.

The procedures performed and results thereof are as follows:

1. Compared the listed assessment payments on page 1, items 2B and 2G of Form SIPC-7 with the
respective cash disbursement records entries, as follows: The SIPC-6 payment dated July 27,
2018 in the amount of $1,514,555, which represents the amount due for the period January 1,
2018 through June 30, 2018, was compared to a screenshot from the internal wire transfer system
(Wire Ref #55636312) obtained from Janice Keating, Director II of Brokerage Accounting. The
SIPC-7 payment dated February 14, 2019 in the amount of $1,590,013, which represents the
amount due for the period July 1, 2018 through December 31, 2018, was compared to a screenshot
from the internal wire transfer system (Wire Ref #57038788) obtained from Janice Keating,
Director II of Brokerage Accounting. No differences were noted.

2. Compared the Total Revenue amount reported on page 3 of the audited Form X-17A-5 for the year
ended December 31, 2018 to the Total revenue amount of $2,128,322,522 reported on page 2,
item 2a of Form SIPC-7 for the year ended December 31, 2018, noting no differences.

3. Compared any adjustments reported on page 2, items 2b and 2¢ of Form SIPC-7 with the
supporting schedules and working papers, as follows:

a. Compared additions on line 2b(4), "Interest and dividend expense deducted in
determining item 2a.", of $877,645,808 to schedules for the year ended December 31,
2018 provided by Janice Keating, Director II of Brokerage Accounting, noting no
differences.

b. Compared deductions on line 2¢(3),"Commissions, floor brokerage and clearance paid to
other SIPC members in connection with securities transactions", of $34,150,888 to
schedules for the year ended December 31, 2018 provided by Janice Keating, Director II of
Brokerage Accounting, noting no differences.

PricewaterhouseCoopers LLP, 300 Madison Avenue New York, NY 10017
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c. Compared deductions on line 2¢(4), "Reimbursement for postage in connection with
proxy solicitation", of $17,720,953 to schedules for the year ended December 31, 2018
provided by Janice Keating, Director II of Brokerage Accounting, noting no differences.

d. Compared deductions on line 2¢(7), "Direct expenses of printing advertising and legal fees
incurred in connection with other revenue related to the securities business (revenue
defined by Section 16(9)(L) of the Act)", of $6,738,656 to schedules for the year ended
December 31, 2018 provided by Janice Keating, Director II of Brokerage Accounting,
noting no differences.

e. Compared deductions on line 2¢(9)(i), "Total interest and dividend expense (FOCUS line
22/Part ITA Line 13, Code 4075 plus line 2b(4) above) but not in excess of total interest
and dividend income", of $877,645,808 and line 2¢(9)(ii), "40% of margin interest earned
on customers securities accounts (40% of FOCUS line 5, Code 3960)", of $152,216,533 to
schedules provided by Janice Keating, Director II of Brokerage Accounting, noting no
differences.

4. Recalculated the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related schedules and working papers obtained in procedure 3, as follows:

a. Recalculated the mathematical accuracy of the SIPC Net Operating Revenues on page 2,
line 2d and the General Assessment @ .0015 on page 2, line 2e of $2,069,712,025 and
$3,104,568, respectively of the Form SIPC-7, noting no differences.

b. Recalculated the mathematical accuracy of line 2¢(9)(ii), “40% of margin interest earned
on customers securities accounts (40% of FOCUS line 5, Code 3960)”, of $152,216,533
from supporting schedules provided by Janice Keating, Director II of Brokerage
Accounting, noting no differences. Furthermore, it was ensured that the greater of line
2¢(9)(i) and line 2¢(9)(ii) was applied in the SIPC calculation.

We were not engaged to and did not conduct an examination or review, the objective of which would be
the expression of an opinion or conclusion, respectively, on the Company's preparation of Form SIPC-7 in
accordance with the applicable instructions. Accordingly, we do not express such an opinion or
conclusion. Had we performed additional procedures, other matters might have come to our attention
that would have been reported to you.

This report is intended solely for the information and use of Management and the Board of Directors of
National Financial Services LLC and the Securities Investor Protection Corporation and is not intended to
be and should not be used by anyone other than these specified parties.

WCOOP/% L

February 15, 2019



SECURITIES INVESTOR PROTECTION CORPORATION

- P.O. Box 92185 Washington, D.C, 20090-2185 -
(36-REV 12/18) General Assessment Reconciliation (36-REV 12/18)

12/31/2018

For the fiscal year ended __ <"~
(Read carefully the instructions In your Working Copy ‘before completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

Note: If any of the information shown on the

National Financial Services LLC mailing label requires correction, please e-mail
245 Summer Street any corrections to form@sipc.org and so
Boston. MA 02210 indicate on the form filed.
Name and telephone number of person to
SEC FILE: 8-026740 contact respecting this form.
| | Janice Keating 201-915-7247
2. A. General Assessment (item 2e from page 2) $3'104’568
B. Less payment made with SIPC-6 filed (exclude interest) ( 1,514,555
07/27/2018
Date Paid
C. Less prior overpayment applied (
D. Assessment balance due or (overpayment)

E. Interest computed on late payment (see instruction E) for days at 20% per annum

F. Total assessment balance and interest due (or overpayment carried forward) $1’590’013
G. PAYMENT: V the box

Check mailed to P.0. Box[ ] Funds Wired[¥] AcH[_] 11,500,013

Total (must be same as F above) ! !
H. Overpayment carried forward $( )

3. Subsidiaries (S) and predecessors (P) included in this form (give name and 1934 Act registration number):

The SIPC member submitting this form and the

person by whom it is executed represent thereby National Financial Services LLC
that all information contained herein is true, correct

and complete // (Name of Corpomtlon/P?aevshlp or other organizaiion)

(Authotized Signature)
Dated the 19 day of FEbIUAMY 2019 | Director Brokerage Accounting & Controllership
(Title)

This form and the assessment payment is due 60 days after the end of the fiscal year. Retaln the Working Copy of this form
for a period of not less than 6 years, the latest 2 years in an easily accessible place.

o= Dates:

= Postmarked Received Reviewed

[S W]

E Calculations Documentation Forward Copy
m .

e Exceptions:

a-

o Disposition of exceptions:



DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT
Amounts for the fiscal period
beginning 1/1/2018

and ending 12/31/2018

Eliminate cents
Item No.

2a. Total revenue (FOCUS Line 12/Part I1A Line 9, Code 4030) $2,128,322,622

2b. Additions:
(1) Total revenues from the securities business of subsidiaries (except foreign subsidiaries) and
predecessors not included above.

(2) Net loss from principal transactions in securlties in trading accounts.

(3) Net loss from principal transactions in commodities in trading accounts.

(4) Interest and dividend expense deducted in determining item 2a. 877,645,808
(5) Net loss from management of or participation in the underwriting or distribution of securities.
(6) Expenses other than advertising, printing, registration fees and legal fees deducted in determining net
profit from management of or participation in underwriting or distribution of securities.
(7) Nef loss from securities in investment accounts.
Total additions
2¢. Deductions:
(1) Revenues from the distribution of shares of a registered open end investment company or unit
investment trust, from the sale of variable annuities, from the business of insurance, from investment
advisory services rendered to reglstered investment companies or insurance company separate
accounts, and from transactions in security futures products.
(2) Revenues from cemmodity transactions.
(3) Commisslons, floor brokerage and clearance paid to other SIPC members in connection with
securities transactions. 34,150,888
(4) Reimbursements for postage in connection with proxy solicitation. 17,720,953
(5) Net galn from securities in investment accounts.
(6) 100% of commissions and markups earned from transactions in {1} certiticates of deposit and
(i1} Treasury bills, bankers acceptances or commercial paper that mature nine months or less
from issuance date.
(7) Direct expenses of printing advertising and legal fees incurred in connection with other revenue 6.738.656
related to the securities business (revenue defined by Section 16(9){L) of the Act).
(8) Other revenue not related either directly or indirectly to the securities business.
(See Instruction C):
(Deductions in excess of $100,000 require documentation)
(9) (1) Total Interest and dividend expense (FOCUS Line 22/PART I/A Line 13,
Code 4075 plus line 2b(4) above) but not In excess
of total Interest and dividend incoms. 877,645,808
(1} 40% of margin interest earned on customers securities
accounts (40% of FOCUS line 5, Code 3960). $ 152,216,533
Enter the greater of line (i) or {ii) 877,645,808
Total deductions 936,256,305
2d. SIPC Net Operating Revenues $ 2,069,712,025
2e, General Assessment @ .0015 $ 3,104,568

(1o page 1, line 2.4.)



